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Madame Chair, distinguished Menbers of the
Subcomm ttee on Oversight and I nvestigations, | am pl eased
to be here today with representatives of the Departnent of
Treasury and the Departnent of Defense to discuss
repatriation of Iraqi state assets to the Iraqi people.
appreciate the opportunity to appear before you to outline
our efforts to identify, freeze and prepare for return
Iragi state assets so that they nmay be nade avail able for
the benefit of the Iraqi people. Qur effort is one that
i ncl udes participation from appropriate agenci es and
Departnments across the government acting in concert to
achi eve our objective.

Iraqi Assets: Part of the Overall Reconstruction Effort

Making Iragi state assets and the ill-gotten gains of
Saddam Hussein and his regine avail able for the benefit of
the Iragi people is one part of our overall reconstruction
effort. As the new lraqi |eadership noves forward to build
a better future for all the citizens of Iraq, there are a
nunber of areas that pose both inportant chall enges and
present real opportunities. |Iraq s abundant natural
resources, particularly its oil wealth, were m sused by the
previous regine as a political and econom c tool of reginme
power, internationally and within Irag. President Bush’s
determ nation to address the threat posed by Saddam
Hussein’ s defiance of his international obligations has
|iberated the Iragi people froma nurderous tyrant and
created an opportunity for lraqgis to transformtheir
political and econom c | andscape. Restoring assets to Iraq
is an inportant part of our overall effort.

UN Sanctions and lraq's Assets

Wth Saddam Hussein’s invasion of Kuwait in 1990, the U S
acted quickly and decisively to deprive the lraqi regine of
the neans and materials to continue its regional

aggression, further develop its weapons of nmass destruction
prograns, and continue its repression of the lIraqi people.



Consistent with UN Security Council resolution 661, the
United States blocked all Iraqi state assets legally within
its control. Today, the United States is using those
assets, as | wll explain shortly, for the benefit of the

| ragi people, as they build a new and better Iraq.

The United States al so acted, throughout the years between
the two wars with Iraq, to prevent Saddam Hussein’s regine
fromacquiring revenues and goods through the illicit sale
of Iraqi oil. To this end, the United States nounted an
aggressive, long-termdiplonmatic canpaign to pressure
countries to enforce UN sanctions on Iraq, worked with Gl f
War Coalition partners to interdict illicit oil shipnments
and other trade in areas such as the Persian Qulf, and took
punitive actions against sanctions busters where such
actions were available, such as restricting exports and re-
exports of US-origin goods to offending persons or
comercial entities and taking steps to deprive those
responsible for illicit transfers of the privil ege of
travel to the United States. These are exanples of just
sone United States actions; others actions can only be

di scussed in a classified setting.

Iraqi Assets are for the Iragi People

Wth the outbreak of hostilities in Irag on March 20 the
President took action to preserve lraqi state assets for
the Iragi people. In Executive Order 13290, the President
det er m ned:

The United States and Iraq are engaged in
armed hostilities, that it is in the
interest of the United States to confiscate
certain property of the Governnment of Iraq
and its agencies, instrunentalities, or
controlled entities, and that all right,
title, and interest in any property so
confiscated should vest in the Departnent of
the Treasury. | intend that such vested
property should be used to assist the Iraqi
people and to assist in the reconstruction
of Iraq, and determ ne that such use would
be in the interest of and for the benefit of
the United States.



There are two dinmensions to our efforts to ensure that
Iragi state assets nay be available for the benefit of the
Iraqi people. First, the President vested nore than $1.7
billion in Iraqi governnent assets in the United States.
These funds are being made avail able to assist the Iraqi
peopl e and to assist in the reconstruction of Iraq. The
Secretary of the Treasury has already designated the
Secretary of Defense with the authority to use $91. 648
mllion of these assets to neet the i medi ate humanitari an
needs of the Iraqi people.

Second, we are working with the nore than thirty countries
around the world that declared Iraqi state assets to the UN
in 1991 to determ ne the status of assets frozen under
their donestic laws in 1990 and 1991 under UN Security
Council resolutions. W have al so reached out to nore than
twenty additional countries that also may have information
regarding lraqi state assets. In many countries, as in the
U.S., individuals and entities with clainms against the

| raqi governnent have sought to satisfy those clains with
frozen lraqi assets. Since the President signed the March
20 Executive Order vesting Iraqi state assets in the U S.,
the State Departnent, in cooperation with our interagency
partners, is confirmng the status of assets decl ared
frozen by foreign governnments in 1991. W have asked al
governnments to identify wthin their own donestic |laws the
nost expedi ent nmeans nmake these assets available for the
benefit of the Iraqi people.

Many countries have expressed their support for our efforts
to make these assets available to the people of Irag.
Countries’ legal systens nevertheless differ in the manner
and extent to which their respective governnents may take
action in this regard. Many of our partners in this effort
do not have the robust |legal tools available to the

Presi dent under our donestic |laws. Sone governnments are
awai ting UN Security Council action to release their
assets. Sonme have indicated that they are awaiting the
energence of a new Iragi government which can receive any
assets currently frozen.

Lifting United Nations Sanctions

On May 9 the United States tabled, along with Spain and the
UK, adraft Security Council resolution that would lift
sanctions on Iraq. This resolution reflects the
President's call for the United Nations to lift fromthe



| raqi people the burden of econom c sanctions originally
di rect ed agai nst Saddam Hussein's regine in order to conpel
Iragi conpliance with their disarmanent obligations. It
will allowlrag to resune exports, to sell its own oil
provi ded that the proceeds are deposited in the Iraqi
Central Bank, and to use its revenues to purchase needed
goods from overseas. Qur proposed resolution directs
countries to identify all lraqi state funds, or other
econom ¢ resources, including financial assets, funds that
Saddam Hussein or menbers of his reginme, their famlies or
persons acting on their behalf renpbved fromlraq, and to
repatriate of those funds to an Iraqi Assistance Fund held
by the Iragi Central Bank with an international advisory
board which will be used to rebuild Irag.

The State Departnment is engaged at all |evels in working
with our allies and Security Council partners to advance
this proposed resolution. Secretary Powell traveled to New
York May 7-8 to neet with the UN Secretary General and
others on the urgent reasons for this resolution. He has
al so spoken directly to many of his mnisterial colleagues
to urge support for the resolution. Secretary Powell is
currently in the region, where this issue, as well as
advancing the Israeli/Palestinian roadnmap, is at the top of
his agenda. Deputy Secretary Armtage travel ed | ast week
to South Asia to, anong other things, build support for our
proposal. Assistant Secretary Kim Hol nes visited Mdscow
and Berlin to preview the resolution and to convey
personal ly to our Russian and German col | eagues our strong
commtment to Iraq' s recovery and reconstruction. W will
be working intensely with other UNSC nenbers, coalition
partners, and allies to achieve agreenent to lift Ilraqi
sanctions soon.

Identifying Ill-CGotten Gains of Saddami s Regi ne

The Departnent of State is working closely with the
Departnments of the Treasury, Justice, Defense, and Honel and
Security, as well as |aw enforcenent and intelligence
col | eagues across the governnent to identify assets and
front conpanies that nay be connected to Saddam Hussei n or
his fallen regime. The interagency group is coordinating
and dissem nating information gathered fromintelligence

| eads, investigation and interrogations in Iraq, and the
wor k of teanms exam ni ng bank records and account
information. Qur efforts are leading to the identification



of funds that can be nade avail able for the benefit of the
| ragi people.

Qur efforts to identify lIraqi state assets and ill-gotten
gai ns of Saddam Hussein's reginme are focused in a nunber of
countries. W are actively engaged in discussions with
countries in the region such as Jordan, Turkey, Lebanon,
Syria, Bahrain and the UAE, as well as el sewhere to pursue
this effort. Overall, foreign governnents are cooperating
in confirmng previously frozen Iraqi state assets, and are
actively |l ooking for assets that can be traced to Saddam
Hussein and his fallen regine. Qur effort is being
coordinated with senior officials around the world.

Wthin hours of the President's announcenent on March 20 of
the vesting of frozen Iraqgi state assets in the U S., our
Anbassadors were briefing coalition partners and ot her
countries known to have lraqi assets on our actions. W

al so asked these governnents, at the highest levels, to
cooperate with us in identifying, freezing and preparing to
return ill-gotten gains of Saddam Hussein and his regine.
My col |l eagues and | have stressed the need for al

countries to search their financial institutions for ill-
gotten gai ns of Saddam Hussein and his regine in neetings
wi th dozens of |ocal Anbassadors and visiting officials
froma nunber of countries.

Anmong the many countries we are working closely with to
trace lraqi state assets, Switzerland is often in the
spotlight. The Swi ss governnment has stepped forward to
denonstrate its commtnent to make lIraqi assets frozen in
Switzerland available for the benefit of the Iragi people,
and to investigate accounts that may be linked to the ill-
gotten gains of Saddamis regime. Wth the onset of
hostilities in lraq, the Sw ss Cabinet noved to expand the
1990 ordi nance that had bl ocked Iraqi regine assets in

Swi ss financial institutions. The Cabinet's action
reaffirnmed the 1990 freeze and added an additi onal
reporting requirenment on institutions to provide the

addi tional account detail necessary to nmake these assets
avai l abl e for the benefit of the lIraqi people once UN
sanctions are |ifted. Sw ss authorities have nmet with
State and Treasury Departnent officials both in Washi ngton
and Bern to share information on nmeasures they have taken
to ensure that assets with suspected links to the Saddam
Hussein regine are investigated, and to reiterate their



commtnment to act on any information we share with themin
this effort.

We are also coordinating closely with the U K governnent
in these efforts. The U K 1is taking steps to ensure that
Iragi assets frozen in the U K may be nade avail able for
the benefit of the Iraqi people. Like many of our other
partners the U K has al so stressed that a new Security
Council resolution would be required for it to be able
under its donestic |law to nmake these assets avail able for
the Iragi people. Qur efforts at the UN to nove forward
with the lifting of sanctions will open the path for return
of assets.

We are actively pursuing Saddam s under ground network which
funneled the ill-gotten gains of non-G | For Food program
oi | sales and ki ckbacks into accounts overseas. This
effort builds on the substantial strides that have been
made in recent years in conbating noney | aundering and
bui |l d conprehensive anti-terrorist finance regines in
countries without them The United States is |eading the
charge to increase regulatory scrutiny of suspicious
financial transactions and root out illicit transfers of
nmoney. Qur sustained effort in this area is paying

di vi dends through greater information sharing, stronger

| aws and institutional infrastructure worldwi de. | can

al so assure you that the inportant tools that Congress has
provided in this area, nost recently with the passage of

t he USA PATRI OT Act, are inportant as we work to achieve
our goal s.

Cl ose Coordination of Effort

The effort to identify, freeze and nmake these assets
avai l able for the benefit of the Iraqg peopl e includes
actions froma host of agencies and departnents, working
toward our objective. A senior-|level interagency team
neets weekly to coordinate the search for assets. W are
wor ki ng closely with those on the ground in Irag to expand
our search using docunents obtained during Operation Iraqi
Freedom W are al so begi nning the process of
interrogating those Iraqi officials that are in U S.
custody that have know edge of the financial affairs of
Saddanis reginme. As these | eads devel op we are expandi ng
our net further to capture assets that nust be nade
avai l able for the benefit of the Iraqgi people.



This strong interagency teamwrk involves the intelligence
agencies, with support from other agencies including the
State Departnent, all leading the Adm nistration's efforts
to ferret out the systemof financial schenes, facilitators
and intermediaries that played a role in Saddam s shadowy
financial world. It involves the Treasury Departnent,

wor king with other agencies, |eading the process by which
we are exam ning records that can lead us to the final
nesting locations for assets hidden away by Saddam and hi s
cronies. The FBI and the Departnent of Homel and Security,
t hrough the Bureau of Inmgration and Custons Enforcenent,
are also playing inportant roles in this interagency
process. The State Departnment is |eading the interagency
effort to engage and sustain the bilateral and nultil ateral
rel ati onshi ps, strategies and activities to win

i nternational support for and cooperation with our efforts.

Use of Assets

Presi dent Bush has made it clear that Iraqgi assets under
the control of the United States are to be used only for
the benefit of the Iraqi people. These assets fall into
two categories: $1.7 billion of Iraqi state assets that
were vested by the President on March 20, and assets in
Irag that are under the control of U S. Arnmed Forces. The
Presi dent has authorized Treasury to allocate and di sburse
the vested assets. As for the assets under the control of
the U S. Armed Forces, the President ordered that Defense,
in consultation with Treasury, State and OVB, devel op
procedures to ensure that the assets in Irag are used for
the benefit of the Iraqgi people and are properly accounted
for.

We believe that our use of Iraqgi assets should be
transparent, publicly explainable, accountable, and for the
benefit of Iraqis in lrag. The world will be | ooking at
how we shepherd these funds for the good of the Iraqi
peopl e, and whether we set the right priorities to ensure
the nost direct and i nmedi ate benefits flow to the Iraqi
people. There are many urgent needs that fill this
definition, including to pay the salaries of Iraqgis who are
hel ping to rebuild the country, to provide basic human
needs for health, sanitation, water and food, to fund
infrastructure rehabilitation, to provide assets to support
an lraqi currency and nore.



Treasury has allocated sone of the vested assets to

Def ense's O fice of Reconstruction and Humanitarian

Assi stance (ORHA) to neet the nost i medi ate needs on the
ground. We are working interagency to identify and
coordi nate the uses of these assets, with the NSC and the
O fice of Managenent and Budget (OVB) playing key roles.
Qur goal is to neet the priority needs of the Iraqi people
inlrag. The Admnistration is commtted to do this in a
fully transparent manner so that it will be clear to the
world that all the assets under our control have net the
priority needs of the Iraqgis in Iraq and that the US has
been a good steward of these resources.

Beyond Iraq - Corruption and Kl eptocrats

The United States takes very seriously the broader problem
of theft and transfer abroad of state assets by corrupt
heads of state, high governnment officials, their famly
menbers, cronies and col |l aborators. Such people, including
of course, Saddam Hussein, have victimzed their own people
and abused the world's financial markets for their own
personal gain. They have been able to take advantage of
national and jurisdictional boundaries to hide their
corruption and shield themfrom|aw enforcenent. 3
menbers are participating in negotiations on nmeasures to
deny safe haven in our countries to the assets of corrupt
public officials, and have been coordinating in the ongoing
negotiations for a United Nations Convention Agai nst
Corruption, which includes a chapter on asset recovery in
corruption cases.

The United States is also noving forward with an aggressive
anti-corruption/transparency action plan that we have
proposed jointly in the GB with the U K  Reducing
corruption and enhancing transparency are top priorities
because they are central to advancing our national security
interests and supporting stable denocracies. The U. S. has

| ong been a | eader in the canpaign to stop corruption by
pronoti ng transparency and strengthening judicial systens
and rule of law. The United States was the first country
to outlaw foreign bribery in 1977 with enactnent of the
Foreign Corrupt Practices Act. Qur goal is to inprove
country public financial nanagenent and governance systens,
drawi ng upon international best practices and the hel p of
the international financial institutions' experience in
this field.



Concl usi on

As | have outlined, the Departnent of State is an active
participant in the U S effort to marshal Iraqi state
assets and trace the ill-gotten gains of Saddam Hussei n and
his cronies. U S. Anbassadors and our Enbassy teans
overseas are pressing foreign governnents to nove swiftly
to preserve and nmake avail abl e these assets for the benefit
of the Iraqgi people. W are also deeply engaged at the UN
and around the world to build support for the President's
call to lift the burden of sanctions fromlraqgq, and to open
the door for countries around the world to nake these
assets available to nmeet the humanitarian and
reconstruction needs of the people. | look forward to
continuing to work with the nmenbers of the conmittee in
this effort.



